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GUINEA: KEY ECONOMIC 
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STRUCTURE OF GUINEAN ECONOMY 


The Guinean economy is composed in fact of three sub- 
economies with limited linkages to each other: the official 
state-dominated sector, the parallel market and subsistence 
agricultural sector and the mining enclaves. The mining 
enclaves generate hard currency revenues for the Guinean 
Government,.which in turn transforms them into imports for 
consumption (food, and for example, gasoline), and inputs 
for the state-dominated sectors (industry and agriculture). 
Any shortfall in production and/or distribution by the state 
sector is supplied by the parallel market, which is tolerated 
for that very reason, and by the small, licensed private 
sector. The Government of Guinea does not yet make economic 
and financial data available on the performance of any of 
the sub-economies, but there are indications that the 
Government seeks to improve the accuracy of its information, 
for purposes of economic planning, and may even make some of 
it available. 


The Guinean Government has favored central planning, 
a collectivist approach to agriculture, and state enter- 
prises in the industrial sector. However, joint ventures 
with private investors in the minerals sector were created 
in the early years of Guinea's independence and have been 
very successful. Nearly all of Guinea's foreign exchange 
earnings are derived from two bauxite mining joint ventures: 
the Compagnie des Bauxites de Guinee (C.B.G.) and Friguia 
(which transforms its bauxite into alumina for export). The 
success of these ventures has persuaded the Guinean Govern- 
ment to attract more private investment and encourage the 
creation of joint ventures in other sectors as well. 


There are over one hundred state enterprises, half of 
them regional commercial enterprises (ERCOA). The other 
enterprises are in the sectors of transportation, distri- 
bution, manufacturing and agro-industry. In October 1981, 
the Government of Guinea instituted reforms in the state 
sector to eliminate the state holding companies under which 
the state firms were grouped, making each firm instead 
solely responsible for its performance. In the past, 
firms reported their earnings or losses to their holding 
company which in turn produced a composite earnings state- 
ment; profitable companies therefore covered the losses 
»9f the others. The purpose of the reform is to improve 
performance in the state sector and eventually to liquidate 
the consistently unprofitable firms. 





Other reforms in August 1981 sought to abolish state 
retail firms in Conakry, and to encourage regional market- 
ing of agricultural production. The role of the state in 
industry, commerce and agriculture remains nonethel 
pre-eminent. The state sets producer and retail 
all sectors. There are a number of state farms 
tations as well as over three hundred state-organi: 
cooperatives known as Fermes Agro-Pastorales d'Arro! 
ment (FAPA). The financial sector is also run by 
and comes under the jurisdiction of the Governor of 
Central Bank and Insurance; there are four banks and 
insurance company. 
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About 80 percent of Guinea's economically ac 
population is engaged in small-holder agriculture 
marily on a subsistence basis, and is therefore 

on the periphery of the money economy. Low } 

and credit have operated to limit the role of 

in feeding the urban areas. Agriculture accounts 
than one-half of the Gross Domestic Product, with 
services and industry showing faster growth rates. 
many other countries in the area, Guinea previously 
industrialization over agriculture in its economic 





The Guinean economy is hampered by inadequate in- 
Frastructure, but bilateral and multilateral donors are 
assisting Guinea in making improvements. Overseas tele- 
communications are by satellite, and a microwave system 
is under construction; however, telecommunications within 
Guinea are still inadequate. The World Bank is financing 
road improvements, but much remains to be done. Outside 
the capital of Conakry, electrical energy is available to 
some, but not all, large towns. In the capital itself, 
there are frequent power outages, and although there are 
major rehabilitation projects underway to renovate both 
the power and water systems, it is unclear when the pro- 
jects will be completed. The single-track railroad running 
the 410 miles between Conakry and the eastern urban center 
of Kankan carries passengers and some freight traffic; the 
round trip takes two days because of the poor condition of 
rolling stock and track. Air Guinea's domestic air service 
has four aging propeller-driven Russian-made aircraft which 
are often out of service. Air Guinea, however, acquired a 
new Boeing 737 in 1981 to add to its fleet of two used 
Boeings (707 and 727); international flights are now 
scheduled to nearby capitals including Lagos, Abidjan and 
Dakar. 


The Role of Private Enterprise 


In 1979, the Government opened up retail and wholesale 
trade to private businessmen for all products except 
essential foodstuffs. Reforms in 1981 authorized private 
marketing of foodstuffs within regions but subject to 
official prices. Experienced observers have remarked on 
the increase in the quantity and quality of consumer goods 
available on the private market. Private importers can 
obtain import licenses from IMPORTEX, the state import- 
export monopoly, but they do not have access to the Central 
Bank's hard currency and must pay for imports from their 
own resources, usually accounts held outside Guinea. In 
1981, the Government created the Ministry of Small and 
Medium-Sized Enterprise to foster indigenous private enter- 
prise; the OPEC fund, the Common Market Fund, Canadian 
International Development Agency, the West German Government 
and the World Bank have proposed coming to the assistance 
of the new Ministry with concessional financing. The Go- 
vernment has allowed private artisanal diamond miners to 
lease small plots and employ up to 50 miners; the artisans 
are expected to turn over their production to the Central 
Bank for sale by the Diamond Exchange. The 36,000 carats 
produced in 1981 have not been sold yet; the September 1981 
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increasing amounts of rice in recent years to provide for 
urban dwellers, the army, and others dependent upon the 
official food distribution system. 


Guinean agriculture suffers overall from a lack of 
producer incentives, insufficient producer inputs, and 
ecologically unsound practices. Although the share of 
public investment devoted to agriculture has increased in 
recent years, almost all of these funds have been spent 
on the FAC's, the FAPA's, and other collectivized pro- 
duction schemes. At the same time, the half-million Guinean 
families that occupy most of the cultivated land and achieve 
yields twice as high as state farms have had little or no 
access to Government credit or to agricultural research 
and extension facilities. 


A number of donor-assisted projects, including rice 
development projects financed by the International Develop- 
ment Association, the African Development Bank, and the 
International Fund for Agricultural Development, are hoping 
to address the problem of producer incentives by offering 
higher prices to the individual farmers and by providing 
the farmer with seeds, tools, and credit. Other projects 
such as USAID's $14 million agricultural production capacity 
and training project are designed to increase the country's 
ability to undertake research and provide extension services 
for the benefit of small-scale farmers. 


American investors have recently shown interest in 
helping develop Guinea's agricultural sector, particularly 
cattle raising and pineapple cultivation. Other private 
investment projects have been proposed for rice and soy- 
bean cultivation and large-scale chicken raising. Salguidia, 
an agro-industrial joint venture with Libyan participation, 
has been losing money for the last four years. Fishing 
projects may offer special opportunities, as Guinean waters 
are said to be rich in fish and crustaceans; Norwegian 
officers have been brought to Guinea under contract to 
manage a Guinean state-owned fishing enterprise. The 
African Development Bank is considering financing a fishing 
port, which when completed is expected to enhance investment 
opportunities in fisheries. 


Industry 


The tiny industrial sector accounts for only 3 percent 
of GDP and employs only 7,000 workers, about 3 percent of 
the labor force. Manufacturing plants that are managed by 





over 30 state-owned enterprises operate at only a fraction 
of capacity due to a cumbersome bureaucracy, shortage of 
foreign exchange, lack of maintenance, and shortages of 
imported raw materials and spare parts. 


Several European governments, Canada, the OPEC Fund, 
the World Bank's soft loan window IDA, and the European 
Economic Community (EEC) Economic Development Fund are 
providing financing and technical assistance for the reno- 
vation of four state-owned plants and term loans to small 
and medium enterprises. The largest project, $40 million 
from the E.E.C., is the textile complex at Sanoyah. When 
completed, the mill is intended to have the capacity to 
make Guinea self-sufficient in textiles. In 1979, a French- 
built Reais factory, SIPECO, was opened, and other contracts 
wel igned for the construction of a shoe factory, a tire- 

and a lubricants-packaging plant. A 
“million cement plant designed to produce bagged cement 
imported clinker was completed in 1980 and began 
rations in eariy 1982. 


In the next several years, these projects can be 
j i indus- 
and processed products at the intermediate and final 
This increasing industrial activity will create a 
for intermediate industrial products, process control 


rumentation, and raw materials imports. In addition, 
os create a demand for some infrastructure investments 
wer generation and transmission, roads, etc.). 


Some experts question in general whether import- 
substitution industries are indeed viable in the long- 
term. Of more immediate concern are doubts whether such 
industries can effectively economize hard currency, in 
those cases where machinery, raw materials and services 
have to be imported and paid in hard currency. Commercial 
and occasionally concessional, developmental financing can 
be difficult to arrange where doubts exist about the via- 
bility and benefits of particular import-substitution 
projects. 


Investment opportunities in the industrial sector 
reguire careful study. In most instances, external fi- 
nancing from commercial and even concessional institutions 
is predicated on export-oriented projects which will earn 
the hard currency necessary to repay financing. Enclave 
projects with wholly autonomous logistic support including 
utilities pose less risk of interruption of activities; 
in the mining sector, C.B.G. and Friguia are some examples. 





Minerals and Fuels 


The minerals sector dominates the Guinean economy, 
accounting for 20 percent of the GDP and 95 percent of export 
earnings. Production of bauxite and alumina have leveled 
off as C.B.G., Friguia and O.B.K. have reached capacity. 

The world market for aluminum has softened and will even- 
tually impact on the levels of production at C.B.G. and 
Friguia, resulting in a corresponding dip in Guinea's 

hard currency revenues, perhaps as much as 10 percent. 

The Government's revenues result from taxation of minerals 
exports, taxation of gross profits and receipt of its 

share of net profits as joint venture partner in both C.B.G. 
and Friguia. Most of O.B.K.'sS production goes to the Soviet 
Union on a clearing account basis. 


In 1981 C.B.G. exported about 9.3 million metric tons 
(MT) of bauxite and 113,000 MT of calcined bauxite for use 
in abrasives. The mining venture has been producing since 
1973, representing a profitable undertaking for its partners 
and a stable source of revenues for Guinea. C.B.G. pro- 
vides 75 to 80 percent of Guinea's foreign exchange earnings, 
which are estimated in the neighborhood of $200 million 
annually. Partners in HALCO are Alcan, Alcoa, Martin 
Marietta, VAW (West Germany), Pechiney (France) and 
Montedison (Italy); HALCO controls 51 percent of C.B.G., 
and the Government of Guinea retains the other 49 percent. 


There are two other bauxite mining ventures: the 
Office des Bauxites de Kindia (Soviet-managed) and Friguia 
(joint venture with a consortium of Western private alu- 
minum firms). Friguia transforms its bauxite into alumina, 
exporting about 700,000 MT annually. The Office des 
Bauxites de Kindia (0.B.K.) is Guinean-owned but Soviet- 
built and managed; it produces about 2.5 million MT of 
low grade bauxite, 90 percent of which is exported to the 
U.S.S.R. under a long-term agreement, the remainder to 
East European countries to clear up arrearages on bilateral 
clearing accounts. The Guinean Government has been recently 
critical of the management of O.B.K. and underpricing of 
the bauxite. There are several other bauxite/alumina 
projects, including an aluminum smelter, on the drawing 
boards, but financing is unlikely given the present and 
projected soft market for aluminum. 
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site is at Mount Nimba in the extreme southeast corner of 
Guinea; the highgrade ore (65 percent Fe) will be trans- 
ported by train through Liberia to the port of Buchanan 
by the Swedish-American Iron Ore Co. (LAMCO). Other 
partners in the consortium, which is in joint venture 
with the Government of Guinea, are Nigeria, Libya, Algeria 
and an assortment of mostly state steel firms in France 
(Usinor, Solmer), Yugoslavia, Spain, Romania and Japan. 
When Mifergui construction begins under a U.S. Steel en- 
ing subsidiary, perhaps in 1983, if all goes at the 
expected pace, there will likely be opportunities for 
export of American goods and services depending on how U.S. 
Steel organizes and carries out the project. 


[The minerals sector in Guinea has offered the best 
opportunities for profitable opportunities at a level of 
f-isk acceptable to commercial financial institutions. The 

utlook for the next five years for bauxite, 
and petroleum may influence the evolution 
ivate investment in mining projects in Guinea 
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allel market at a fraction of its official value, 
currently nearly 22 to the U.S. dollar. After 
in value on the parallel market in 1978, the syli 
lized at 100-120 to the dollar over the past year. 
j several years of tight credit controls and a 
the money supply, the Government is now pursuing 
that emphasizes the importance of stimulating 
production and allows for moderate growth in money 
\ Guinean authorities say that their aim of making 
syli fully convertible will come about through a 
strengthened national economy resulting from an expansion 
and Siusrsleinaties of exports and increased productivity, 
especially in agriculture, to expand the domestic supply 
of goods. To improve the efficiency of the banking system, 
interest rates have been raised to more realistic levels, 
and a National Savings Bank has been created to mobilize 
private savings. At the same time, lending to State enter- 
prises is being limited, and credit to the private sector 
is being increased for the first time in several years. 


Guinean currency, the syli, has always been traded 
Le 


The foreign debt continues to climb. It is now 
estimated at more than $1.5 billion. A little less than 
50 percent f this debt is for bilateral clearing accounts 

it] ocialist countries; a growing portion of it is in 








iSingly diverse mineral exports, forestry 
ishing resources. Conversion of this 
il economic output now seems more likely 
in the recent past. The Government's 
ver the past several years have helped 
yen climate for both foreign investment 
yjenerated growth. Better relations with 
‘les and an emphasis on economic inte- 
WAS and the Mano River Union have im- 
prospects. Greatly increased retail 
srable positive psychological impact 
rial changes in the lives of average 
sSibilities for locally owned small- and 
rprises are continuing to open up. 


ral projects are developed, Guinea's 
situation should improve, allowing for 
lent of debts and increased imports. If 
iron ore project is brought onstream 
provide the Government with some 
exchange to improve Guinea's debt 
finance further investments, par- 
aS agriculture and light industry. 


nent of the agricultural sector using a 
incentives policy, combined with technical 
producers, could provide social and 
ith regard to rural employment, nutrition, 


rts are directly linked to American invest- 
rrticularly where projects are managed by 
nsortia headquartered in the U.S, such 
n 1980, it is estimated that C.B.G. 

‘ly all the $20 million in American exports 
to Guinea -- supplies, parts and equipment 
bauxite mining operations. U.S. exports 
crease if Mifergui comes on stream in the 

steel management. 


sident Toure presented an outline for 
985) development plan. With rural 
priority and an emphasis on internal 
‘ument iS more a statement of budgetary 
1S an economic plan. GOG Ministries 
hs to prepare projects for inclusion 
locument, which was released in 1981. 
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U.S. exporters viewing Guinea's market 
Sider the very large potential for growth i 
as well as the very special characteristic 
U.S. commercial representatives must take 
develop sound relations with Guinean Gover! 
and the Government import monopoly, IMPORT 





part, American business people will 
agent/distributor network does not exist 
ing must be done in person, and company 2] 
must be willing to spend the time necessary 
requisite contacts. It is essential tha 
sentatives visiting Guinea speak French 
pondence to Guinean officials be in French. 
that the United States may reasonably expec 
Guinea are intermediate manufacturing good: 
construction, railroad, and mining equipmen 
equipment; and engineering services. 
seeking foreign investment, and OPIC 

for Guinea. 


Investments in two principal 
possibilities: minerals and agricul 
ments will generally be made by lar 
firms with experience in mining on 
developed countries. Agricultural 
to develop some of the 14.8 million 
currently not in use. With its many ri 
be well-suited for large-scale irrigati 
tropical fruit, edible oils, and natural 


sector open to foreign investment is fishi 
merits attention for its rich shrimp, roc} 
fish resources. The Government has estal 
economic zone and iS now equipping itss 
fishing regulations and agreements. 








